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safety of the property, or the absence of liability, and to be
prejudiced by the loss of the property, or the creation of
liability.

INDEMNITY

Most contracts of insurance, with the exception of life and
personal accident policies, are contracts of indemnity, that is to
say, on the happening of the event insured against, the insured
is entitled, within the limits of the policy and its conditions, to
be placed in the same position as he occupied immediately before
the loss, as though it had not occurred. In other words, the object
of the principle of indemnity is to make certain that the insured
does not make a profit out of his insurance. So far as third
party insurance is concerned, the measure of indemnity ito which
the insured is entitled, subject again to the limits of indemnity
expressed in the policy, will be his actual loss as a result of the
occurrence. Thus, if a claim is made against him and damages
are awarded to a third party, the amount which he will be
entitled to recover will, subject to the policy limits, be the sum
awarded in damages, costs awarded to the claimant, and expenses
necessarily incurred in the insured's defence.

Certain policies dealt with in the third party department make
provision for damage to the insured's own property. In such
cases, it is usually practicable to arrive at an equitable monetary
consideration which ensures that the policyholder is placed in
the position which he occupied immediately before the loss.
Consequential losses of the insured, however, are rarely, if ever,
covered by third party policies.

The leading case on the subject of indemnity is that of
Castellain v. Preston (1883), 11 Q.B.D. 380, C.A., where Lord
Justice Brett expressed the principle in the following words:

" The very foundation, in my opinion, of every rule which
has been applied to insurance law is this, namely, that the
contract of insurance contained in a marine or fire policy is
a contract of indemnity, and of indemnity only, and that this
contract means that the assured, in a case of a loss against
which the policy has been made, shall be fully indemnified,
but shall never be more than fully indemnified. That is the
fundamental principle of insurance, and if ever a proposi-
tion is brought forward which is at variance with it, that is
to say, which either will prevent the insured from obtaining
a full indemnity, or which will give the insured more
than a full indemnity, that proposition must certainly be
wrong."